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This article reviews the current state of the Soviet economy, and, after placing it within the 
broader context of the world economy, provides a number of alternative projections of its 
future course up to the year 2000. For this purpose an updated structural matrix of the Soviet 
economy was incorporated into a global structure of the world economy built for the United 
Nations and described in Leontief, Carter and Petri (The Future of the World Economy. 
New York: Oxford University Press, 1977). Several important modifications in the 
structural formulation of the model were carried out in order to account for the projected 
increased production and export of Soviet natural gas to the end of the century and to 
incorporate current estimates of Soviet agricultural and military-goods production. 


INTRODUCTION 


A recently released study by the Joint Economic Committee of the U.S. 
Congress, entitled, The USSR: Measures of Economic Growth and 
Development, 1950-1980, provided an in-depth analysis of the perfor- 
mance of the Soviet economy over the last three decades, with particular 
emphasis on the Soviet economy in the 1970s. The study on which this 
article is based extends this description and analysis of the Soviet 
economy forward to the year 2000. 

With a view towards the turn of the century, the performance of the 
Soviet economy, and hence the future standard of living of its population, 
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is intricately tied to the operation of its economic system. Leaving aside 
institutional problems (and these are not few), a prospective reduction in 
the rate of growth of the labor force, not compensated for by productivity 
gains, is asserted to be the Soviet Union’s.real impediment for maintaining 
in the next 20 years the same high rate of economic growth experienced 
during the past three decades.' Short-term hard currency imbalances 
created by the need to finance recent massive grain and capital equipment 
imports have always been met by Soviet exports of both fuel and nonfuel 
mineral resources and by arms exports (Leontief and Duchin 1983; 
Leontief et al. 1983). One of the objectives of this study is to assess the 
view that the long-term prospects for Soviet economic growth will be 
increasingly constrained by labor shortages, more than by any other 
shortcoming. 

In Section 1 an overview of the major economic strengths and 
weaknesses of the Soviet economy and the possible future policy choices 
facing Soviet economic planners is provided. Section 2 reviews the World 
Input-Output Model, the main methodological tool used in the analysis. 
Section 3 presents the linkages used to place the Soviet economy within 
the framework of the World Model, describes the Soviet economy in the 
model’s base-year, and the assumptions introduced to project the future 
profile(s) of the Soviet economy. The results of the computations and their 
analysis are presented in Section 4. 


1. THE SOVIET RESOURCE BASE 


The Soviet Union spans over two continents and contains within its 
borders more than 16% of the earth’s land area. Its population, which 
grew at less than 1% per year over the past decade, was estimated in 1979 
to pe 2ne million people, less than 6% of total world population in that 
year. 

In 1982 the Soviet Union was the world’s second largest producer of 
industrial goods and it was the leading producer of iron and manganese 
ores, platinum group metals, petroleum, crude steel, potassium salts, 
asbestos, and cement. The Soviet Union also ranks second in the world in 


! Business Week, October 19, 1981, p. 75; The New York Times, February 14, 1982, 
Section 12, p. 10. 

2all figures cited in this section are from Sec. 33, Comparative International Statistics of 
the Statistical Abstract of the United States, (U.S. Dept. of Commerce 1980). See that 
section for other vital, demographic, and economic statistics on the Soviet Union. 
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the production of aluminum, lead, natural gas, coal, phosphate rock, 
nickel, gold, and chromium ore (U.S. Dept. of the Interior 1977). 

Despite the fact that the Soviet Union continues to be the world’s 
leading wheat producer, with more than 20% of world wheat output, in 
order to satisfy domestic needs it had to resort in recent years to massive 
grain imports. 

Leaving agriculture aside, there are other reasons for the recent poor 
performance of the Soviet economy and for projected slower growth in the 
future. The slow growth of the labor force coupled with lagging 
productivity growth is likely to continue impeding a rapid improvement in 
Soviet living standards. 

Soviet imports of capital equipment, industrial products, and grains are 
currently being financed by arms exports (which amounted to $9.6 billion 
in 1979), metals (particularly gold, platinum and nickel), oil, and gas. The 
expected revenues from additional deliveries of natural gas to Western 
Europe in the 1980s and 1990s will enable the Soviets to reduce their 
exports of metals and oil to more desirable levels. 


2. THE WORLD INPUT-OUTPUT MODEL? 


In 1973, the United Nations commissioned the construction of a 
general-purpose model of the world economy. To transform the vast 
collection of microeconomic facts that describe the world system into an 
operational analytical framework from which macroeconomic projections 
of future growth could be made, a large scale input-output model was 
built. In it the world was subdivided into 15 geographic regions, each 
described by an individual input-output matrix, and these regional 
matrices were then linked by a network of interregional commodity 
flows.* 

In 1977 a set of detailed projections made using the multiregional 
input—output model appeared under the title The Future of the World 
Economy (Leontief et al. 1977). These projections, benchmarked on the 
year 1970, provided comprehensive descriptions of macroeconomic 
activity within the 15 world regions, together with estimates of trade 
among these regions for the years 1980, 1990, and 2000. 


3For a more detailed, comprehensive and technical description of the World Input~Output 
Model, see, for example, Leontief and coworkers (1977, 1979, 1983). 


4The regional breakdown was recently widened to 16 regions—the United States and 
Canada having been disaggregated from the North American region. 
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Some of the questions addressed by the original sets of projections 
were: What are the objective possibilities for closing the income gap 
between the developed countries and the developing countries? Can such 
growth be achieved under the trade and credit policies now in force within 
and between the developed and less developed countries?.Could a radical 
revision of present policies serve to accelerate the growth of the poorer 
less developed nations? And to what extent could a systematic redirection 
of military spending accelerate the reduction in the income gap? 

Since its construction, the World Model has been used to address 
additional questions in a number of specialized studies, ranging from 
projecting the future of world trade and port activity to the global 
implications of alternative levels of military expenditures [and some 
alternative ways of disbursing the savings resulting from the limitations on 
military spending (Leontief et al. 1979; Leontief and Duchin 1983)]. 
Alternative population projections and their global implications for 
increasing living standards in the less developed countries were also 
considered. The World Model was recently employed to take a first 
view of worldwide food and energy requirements based on the latest 
population projections of the United Nations for the first thirty years of 
the 21st century (Leontief and Sohn 1982). In order to sharpen the 
projections in the latter study, energy conservation and substitution 
measures already in place and those likely to be implemented over the 
time frame considered were also incorporated for the developed countries. 
Another recently completed study involved projections of the future 
production and consumption of 26 nonfuel minerals to the year 2030 
(Leontief et al. 1983). 


3. THE SOVIET ECONOMY IN THE WORLD MODEL 


As a part of the ongoing maintenance of the World Model data base, the 
import and export parameters, the structural relationships that govern the 
mix of inputs—both primary materials and intermediate goods—and all 
major macroeconomic aggregates have been continuously updated as 
more timely information is obtained. For example, the most recent U.S. 
interindustry data was incorporated into the World Model in conjunction 
with studies on fuel and nonfuel minerals (Leontief and Sohn 1982; 
Leontief et al. 1983). 

For the purposes of the present study, the most up to date information 
about the Soviet Union was incorporated. Difficulties involved in this 
were formidable and several qualifications were required. Nevertheless, 
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the efforts were well warranted since the new world data base tracks the 
performance of the Soviet system more accurately. 

The basic information used in this updating process was the 1972 
Reconstructed Soviet Input—Output Table (Gallik et al. 1983). In order to 
accommodate the structural requirements of the World Model sectoral 
scheme, aggregation was performed on the 88 producing and consuming 
sectors of this table. The four reported columns of final demand were also 
disaggregated. 

In addition, in cases where information was unavailable, (military- 
goods producing sectors), or where (dis)aggregation proved to be 
impossible (the nonferrous mining sectors), the original statistical infor- 
mation contained in the Soviet region of the World Model was borrowed 
and introduced into the new Soviet matrix. With this new base-year 
representation of the Soviet economy, balance was achieved with the 
existing regional and global 1980 control totals of agricultural and mineral 
(fuel and nonfuel) resources, including production, consumption and trade 
levels for 1980. 

The assessment of the future position of a country or of a region within 
the framework of a global model involves projecting hundreds of 
parameters and the future values of the exogenous variables that interact 
with them. The values that the model generates for the endogenous 
variables are therefore conditional upon the values of these parameters 
and exogenous variables. Because of the obvious difficulties involved in 
determining future values of parameters and exogenous variables in such a 
large-scale model, alternative scenarios were constructed, each based on a 
different set of assumptions. The results of these alternative scenarios 
were then compared with a benchmark, or base, scenario, which we 
consider to be a most likely course of events. 

The assumptions used to construct the base scenario relied extensively 
on previous work with the World Model. With the exception of the 
agricultural, fuel and nonfuel minerals, and military sectors, all the 
updaters’ for the Soviet region were those used for the original World 
Model study (Leontief et al. 1977). 

In view of the recent increases in oil prices, and the substitution and 
conservation measures that followed, data concerning the energy ‘‘on- 
suming sectors were revised extensively (Leontief and Sohn 122), 


5An updater is a factor by which a particular coefficient is multiplied to incorporate 
technological change. See Vol. II of the World Model Documentation Report for a detailed 
description of coefficient updaters. 


6 W. Leontief, J. Mariscal, and I. Sohn 


Nonfuel minerals coefficients were also updated to reflect changes in the 
use of these minerals in 1980 and for the projections for future years 
(Leontief et al. 1983). The producing and consuming sectors of military 
outputs of the Soviet Union were part of a larger study on military 
spending, in which these sectors were the subject of detailed research 
(Leontief and Duchin 1983). The levels of projected Soviet military 
spending assumed (at parity with U.S. levels) for 1980, 1990, and the 
year 2000 were also developed in that study. 

Energy matters have dominated economic policy in the industrialized 
countries since 1973. Although self-sufficient (and an energy exporter), 
the Soviet Union has also adjusted to the new energy regime of the 1980s, 
both in its external relations and its domestic policies. A quota has been 
placed on the level of oil deliveries to the CMEA countries at prices that 
now exceed world prices. The recovery and transportation of natural gas 
from Northern Siberia will enable the Soviets to export greater amounts of 
energy to Eastern and Western Europe throughout the rest of this century 
and into the next. Of equal importance has been the evolving internal 
Soviet energy policy. In order to incorporate these developments, the 
existing energy consumption coefficients were revised to include a further 
shift away from the domestic use of oil toward a more extensive use of 
natural gas. 

Another important consideration refers to the estimated economic and 
financial impact of the natural gas pipeline already under construction 
from the Soviet gas fields of Yamburg in Northwest Siberia to the western 
European border. This pipeline, scheduled to be in operation sometime in 
the second half of the 1980s, can be expected to account, in part, for the 
increased output levels of natural gas projected into the next century. 

The export market will benefit from the increased Soviet natural gas 
production. The expected large increase in gas exports will be absorbed by 
the high-income countries of Western Europe. To account for this, an 
adjustment of that region’s import parameters was made. Eastern Europe 
can be expected to continue to be a major recipient of Soviet natural 
gas. 

An additional adjustment was required to account for the expected 
reduction in the use of other sources of energy per unit of output (mainly 
oil and coal) both in the Soviet Union and in the importing regions 
(Western Europe). 

Over and above substitution and conservation considerations, the 
consumption level of natural gas and, therefore, the level of imports are 
dependent on the level of total economic activity. It was thus important to 
make explicit the assumptions regarding projected economic growth in 
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GDP in each World Model region, and to define the base scenario used in 
this study and all other scenarios. 

It may be useful to remind the reader that the World Model can be 
operated in two alternative ways. Rates of economic growth can be 
exogenously prescribed for any region within the system and then solved 
to determine the corresponding resource requirements. Alternatively, 
regional resource allocations can be established and the model then solved 
for the regional growth rates consistent with the prescribed resource 
allocations. For the purposes of this study, for some regions the first 
option was used; for others, the second alternative was chosen. These 
assumptions are approximately the same as those used for the baseline 
scenario in Leontief and Sohn (1982). The assumed rates of growth in 
GDP are presented in Table 2 in Section 4. 

Despite the high rates of unemployment currently experienced in the 
industrialized countries, their long run prospects for economic growth 
depend upon the ability to enhance the productivity of their most 
important scarce factor: labor. In the long term the labor shortage will be 
even more acute, given the projected demographic trends. 

The World Model, an instrument of analysis developed especially to 
study long-term patterns of economic growth, is equipped to incorporate 
these considerations. The Soviet Union is one of the regions in which the 
availability of labor and the magnitude of the future change in its 
productivity will play a crucial role in raising living standards. The results 
of the computations, presented in Section 4, trace out the portending 
“labor shortage’’ that can be expected to materialize in order to sustain 
high future rates of growth in Soviet GDP. 

Up to 1980, 22% of the total labor force in the Soviet Union was 
employed in agriculture, a very high figure when compared with 3.5% in 
the United States or even 13% in the European Economic Community. 
Soviet production levels of grains, for the past decade, have not satisfied 
domestic consumption requirements. As a consequence the production, 
consumption, and international trade of agricultural commodities are 
likely to continue to be one of the central economic policy issues for the 
Soviet economy throughout this and the coming decade. 

Five agricultural sectors have been subjected to special study within the 
framework of the World Model (McLeod 1982). This study consisted of 
updating and projecting the technological coefficients, as well as the 
import and export parameters, that affect production, consumption, and 
net trade in all regions of the World Model. 

The only other group of commodities that the Soviet Union has been 
forced to import in significant amounts are those embodying high 


Table 1: Alternative Scenarios? 


Variables Low Scenario Base Scenario High Scenario 


GDP Developed Regions: Endogenous Developing Regions: Planned Asian and Middle-East-Oil Exporting 
Countries: Exogenous. Other Developing Countries: Endogenous 00 
USSR 2% USSR 3% a USSR: 4% 
Employment Developed Regions (Except USSR): Employment equal to exogenously set labor force; Developing Regions: 
Employment endogenous. 
USSR: Employment equal to 
USSR: Endogenous projected labor force? USSR: Endogenous 
Investment freemen cccccctreeccccccccsnen= Endogenous -------— nnn nnn nnn nnn crn ren 
Consumption 9 Sr eetesocteccestoresseetreere Endogenous — ~-~n- nono 
Government Civilian te All regions: exogenously set asa share of GDP 


Military USSR: exogenously set Jevels at parity with U.S. with 


all other regions exogenously set as share of GDP. 
Developed Regions: Endogenous; Developing Regions: Planned Asian, Middle-East-Oil Exporting Countries: 
Endogenous. Other Developing Countries: Exogenous 


Balance of Payments 


@For country and Region Classification see Leontief et al. (1982, Appendix J). 
’For details about the nature of this constraint see Leontief et al. (1982, Chap. III, Section C). 
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technology. This is expected to continue to the end of the century; 
consequently, the import levels of these commodities projected before 
have not been altered significantly. 


4. ALTERNATIVE PROJECTIONS OF THE SOVIET ECONOMY 
TO THE YEAR 2000 


Based on the assumed future structural changes outlined in section 3, 
some preliminary projections of the Soviet economy to the year 2000 were 
carried out. For the purposes of this study, three alternative scenarios 
were computed—-each one based on a different assumed future rate of 
growth. Subsequent computations will examine the implications for the 
Soviet economy of alternative rates of growth of the world economy, with 
particular attention focused on reductions in the rate of growth of GDP in 
Western Europe. 

Table 1 describes the scenarios in this study in terms of six basic 
macroeconomic variables: GDP, employment, investment, consumption, 
government expenditures, and balance of payments. 

As said above, the World Model can be operated in alternative 
modes. For this reason, if a region’s employment level is set exogenously, 
the levels of all other macroeconomic variables are determined endo- 
genously. Conversely, for regions such as the Soviet Union, for which 
GDP growth is given (as under the high and low scenarios), the required 
employment level is determined endogenously, along with the values of all 
other macroeconomic variables.® 

The same procedure is employed in the case of the resource-poor 
developing regions. Once the balance of payments constraint is exo- 
genously set, the values of all the other macro variables are determined 
endogenously. 

Investment and consumption are treated as endogenous variables for all 
regions under the all the alternative scenarios. Government civilian 
expenditures are set as a fixed proportion of GDP, as are government 
military expenditures for all regions except the United States and the 
Soviet Union, where the levels are set at parity in each decade. 

In assessing the detailed sectoral output,’ export, and import levels of 


6Under the BASE scenario the Soviet Union was subjected to a double constraint, 
employment and GDP. For the nature and implications of this constraint see Leontief et al. 
(1982, Chap. III, Sec. C.2.3). 


7Complete printouts of the detailed sectoral outputs as well as the macro-economic 
aggregates for all 16 regions in each of the four decades for the three scenario’s are available 
on request. 
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30 industrial products, 13 resources, and 11 categories of military goods 
as well as the more aggregative levels of the endogenously determined 
macro variables for the 16 regions represented in the World Model to the 
year 2000, it is instructive to relate these changes to the rate of growth of 
regional GDP. These annual rates of growth of GDP are presented in 
Table 2. 

Table 3 presents the projected rates of growth of the macroeconomic 
aggregates under alternative rates of Soviet GDP growth. The negative 
growth rate in investment registered for the low growth scenario during 
1980-2000 is both the cause and the result of the assumed sharp 
deceleration in the rate of growth of economic activity as compared with 
the decade of the 1970s. The high growth rate in military expenditures 
during 1990-2000 under all the assumed GDP growth rates is consistent 
with the projected level of Soviet military spending appearing in Leontief 
and Duchin (1983). 

Figure 1 presents three alternative long-term trends of investment 
(expressed as a share of the GDP) for the Soviet Union to the year 2000. 
A higher long-term rate of economic growth will require a larger share of 
the GDP to be absorbed by investment expenditures at the expense of 
personal consumption, which explains why the ratio of investment to 
GDP is higher under the HIGH scenario than under the LOW. 

Figure 2 presents a comparison between the projected share of military 
expenditures in GDP for the United States and the Soviet Union over the 
20-year time frame, under the assumption of parity in the /evel of 
expenditures between the United States and the Soviet Union (Leontief 
and Duchin 1983). 

Figure 3 charts projected alternative trajectories of future Soviet trade 
balances to the year 2000. As might be expected, the projected trade 
surplus would be lower under a high-growth scenario than under an 
alternative one. 

The unequivocal improvement in the projected future Soviet trade 
balance (under all the scenarios) as compared with its position during the 
1970s, can be attributed, almost entirely, to the projected hard currency 
export earnings expected to be realized from increased natural gas exports 
to Western Europe over the next 15 years. 

In any case, the projections show that even a relatively high growth rate 
of 4% per year over the next two decades can be sustained as far as Soviet 
foreign exchange requirements are concerned (assuming prevailing 
relative prices) without resorting to extraordinary levels of gold and other 
primary metals shipments. 

Figure 4 above presents alternative employment levels in the 
Soviet Union to the year 2000 as compared with the projected labor force. 
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Table 2: Base Scenario Annual GDP Growth Rates# 


1970-1980 1980-1990 1990-2000 


Regions (Actual) (Projected) (Projected) 
Africa, arid 6.8 —1.0 1.4 
Asia, centrally planned 4.2 3.9 4.7 
Asia, low income 2.5 4.8 3.4 
Canada 4.3 3.9 2.5 
Eastern Europe 6.1 3.3 3.7 
Japan 6.8 5.7 3.4 
Latin America, resource rich 10.7 6.1 5.3 
Latin America, medium income 4.2 6.0 5.9 
Oceania 4.0 5.4 2.0 
Middle East 16.9 10.9 8.0 
Soviet Union 3.6 3.0 3.0 
Southern Africa 3.9 3.4 6.6 
Tropical Africa $.2 5.0 3.3 
United States 3.3 2.6 2.5 
Western Europe, high income 3.1 4.5 2.3 
Western Europe, medium income 2.0 2.4 2.8 


4See Leontief et al. (1982, Appendix J) for the country and regional classification. 


Table 3: Annual Growth Rates of Soviet Macroeconomic Variables Under 
Alternative Scenarios 


GDP/ Total Military 
Head Consumption Investment Government Exp. Exports Imports 
1970-1980 2.6 4.1 2.9 3.3 3.0 5.7 5.3 
(High-Growth Scenario) GDP GROWTH: 4% 
1980-1990 3,1 4.1 49 2.7 1.6 6.1 4.2 
1990-2000 3.3 3.4 4.6 47 5.3 4.5 3.3 
(Base Scenario) GDP GROWTH: 3% 
1980-1990 2.1 3.5 2.0 2.3 1.6 5.9 2.9 
1990-2000 2.3 2.3 2.8 4.3 5.3 4.5 2.5 
(Low-Growth Scenario) GDP GROWTH: 2% 
1980-1990 1.1 3.0 —1.6 1.8 1.6 5.9 1.6 


1990-2000 1,3 1.3 =3 3.9 5.3 4.4 1.6 
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Figure 1. Projected share of investment in Soviet GDP. 


Assuming from the outset that a 3% annual rate of growth in Soviet GDP 
would require employment levels at (or near) full employment of the 
projected labor force, a sustained increase of 1% per annum in that growth 
rate would generate by the year 2000 a gap of about 26 million man-years 
between labor requirements (consistent with that rate of economic growth) 
and the projected labor force in that year. The resulting shortage could be 
reduced by higher than originally projected productivity gains or by an 
increased labor supply. Table 4 presents the projected increases in Soviet 
average labor productivity that would be required to satisfy the projected 
alternative rates of GDP for a given labor force. 


Table 4: Projected Increases Required in 
Soviet Average Labor Productivity to 
Satisfy Alternative Rates of Growth for a 
Given Labor Force (Annual Results) 


Assumed 
GDP Growth 1980-1990 1990-2000 


2% 3 1.2 
3% 1.9 2.3 
4% 2.9 3:2 
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Figure 2. Projected share of government military expenditures in Soviet GDP. 


“Projected /evels of Government military expenditures in this study are assumed to be equal 
for the US and the USSR. 
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Figure 3. Projected Soviet balance of trade (billions of 1970 U.S. doliars). 
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Figure 4. Projected Soviet employment levels (millions of man-years). 


While the prospect for the Soviet Union to achieve a high rate of GDP 
growth does not appear to be constrained by balance of trade considera- 
tions (Figure 3), growth in the available supply of labor (and its future 
productivity)® appear to be the most serious impediments. 

Tables 5 and 6 describe the 1980 and projected sectoral balances for 
two types of primary resources—food and energy—under alternative rates 
of GDP growth to the year 2000. In addition, because of the alleged 
importance attached to Western technology, the levels of production, 
consumption, and trade of the outputs of the relevant World Model 
sectors whose output contain technology, i.e., machinery, instruments, 
and so on are described in Table 7. 

Beginning with 1980, and proceeding to 1990 and 2000, the projected 
levels of production, consumption, and trade are presented for each 
commodity under the three alternative rates of growth in GDP. 


8See Leontief et al. (1982, Appendix E) for the assumptions regarding changes in Soviet 
labor productivity. 
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Table 5: Projected Soviet Production, Consumption and Net Trade of Agricultural 
Products (Million Metric Tons) 


Animal Products High Protein Crops Grains 
1980 1990 2000 1980 1990 2000 1980 1990 2000 
Low: 2% Annual GDP Growth 
Production 45.2 52.6 60.3 7.3 #110 12.6 194.7 224.9 256.8 
Consumption 45.4 52.9 60.9 82 12.3 141 230.8 254.9 283.3 
Net Trade —-0.2 -0.3 ~—0.6 -0.9 ~1.3 -1.5 —36.1 —30.0 -29.5 
Base: 3% Annual GDP Growth 
Production 45.2 54.1 63.1 7.3 11.7 13.5 194.7 233.2 270.3 
Consumption 45.4 54.4 63.7 8.2 13.1 15.1 230.8 264.8 301.4 
Net Trade -0.2 -0.3 -0.6 —0.9 ~14 ~-16 —361 —-311 —31.1 
High: 4% Annual GDP Growth 
Production 45.2 55.6 66.5 7.3 12.5 14.7 194.7 242.3 287.0 
Consumption 45.4 55.9 67.1 8.2 14.0 16.5 230.8 274.6 320.1 
Net Trade —0.2 -0.3 -06 ~0.9 —1,5-—18? 36.1. 32:33. =334 


Table 6: Projected Soviet Production, Consumption and Net Trade of Fossil Fuels 
(Million Metric Tons, Coal Equivalent) 


Petroleum Natural Gas Coal 
1980 1990 2000 1980 1990 2000 1980 1990 2000 
Low: 2% Annual GDP Growth 
Production 848.2 860.2 909.8 647.8 732.8 763.9 609.9 816.5 954.2 
Consumption 685.1 737.6 826.1 $23.6 454.7 308.3 587.8 801.1 954.2 
Net Trade 163.1 122.6 83.7 124.2 278.1 455.6 22.1 15.4 0 
Base: 3% Annual GDP Growth 
Production 848.2 937.5 1044.1 647.8 814.7 879.3 609.9 965.3 1336.3 
Consumption 685.1 814.8 960.2 523.6 535.8 420.7 587.8 949.9 1336.3 
Net Trade 163.1 122.7 83.9 124.2 278.9 458.6 22.1 15.4 0 
High: 4% Annual GDP Growth 
Production 848.2 1021.9 1207.1 647.8 904.01020.0 609.9 1127.8 1801.0 
Consumption 685.1 898.2 1122.9 523.6 624.2 557.8 587.8 1112.4 1801.0 
Net Trade 1631.1 122.8 84.2 124.2 279.8 462.2 22.1 15.4 0 


16 W. Leontief, J. Mariscal, and I. Sohn 


Table 7: Projected Production and Trade of Soviet “High Technology” Sectors 
(Billions of 1970 Dollars) 


Machinery Electrical Machinery Instruments 
1980 1990 2000 1980 1990 2000 1980 1990 2000 


Low: 2% Annual GDP Growth 


Production 32.0 51.9 67.0 19.7 40.7 51.4 19.3 40.0 49.4 
Exports 40 8.4 12.9 0.1 0.2 0.4 0.2 0.5 0.8 
Imports 4.1 5.1 6.5 1.2 1.6 2.0 0.5 0.8 0.9 


Base: 3% Annual GDP Growth 
Production 32.0 61.6 85.0 19.7 48.3 66.3 19.3 45.3 61.2 
Exports 4.0 8.6 13.2 0.1 0.2 0.4 0.2 0.5 0.8 
Imports 4.1 6.0 8.3 1,2 1.9 2.6 0.5 0.9 1.2 
High: 4% Annual GDP Growth 
Production 32.0 72.1 107.5 19.7 56.1 84.6 19.3 51.0 15.6 


Exports 40 87 13.5 01 02 04 0.2 0.5 0.8 
Imports 41 7.0 10.5 Igy 22. 33 0.5 1.0 1.4 
CONCLUSIONS 


Historically, the role of international trade in the Soviet economy. has 
been small in its absolute level and as a percentage of economic activity if 
compared with the role of trade in the economies of the Common Market 
countries, Japan, Canada, and even the United States. It appears now that 
through trade, the Soviet Union will be able to overcome some of its major 
constraints on growth. The Soviet Union, as mentioned above, has 
historically exported raw materials—minerals, timber, and, in the past, 
even food—to the world economy. It has done so in order to pay for 
Western technology and machinery, which is qualitatively better than that 
produced domestically, and for grains it cannot produce in sufficient 
quantities. In recent years the Soviet Union has also become a major 
producer and exporter of military armaments and is also expected to be 
the major world exporter of natural gas to the end of the century (Stern 
1980). It appears likely that the Soviet Union will continue to be a major 
source of (both fuel and nonfuel) minerals and military hardware and that 
it will continue to depend on imported grains and technology to offset 
domestic shortcomings. 

From the computations described above, it appears that the major 
obstacle to sustaining the relatively high GDP growth rates that have 
characterized Soviet economic activity over the past decades will indeed 
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be a labor shortage created by demographic changes and compounded by 
poor productivity growth, attributed in part to institutional shortcomings 
on the one hand, and the inability to equip its labor force with modern 
technology, on the other. 

Labor supply and labor productivity problems aside, the computations 
presented above suggest that because of the expected hard currency 
earnings from increased exports of natural gas to Western Europe, the 
Soviet economy could conceivably reach relatively high rates of growth 
(up to 4% per annum) through the year 2000, before encountering any 
balance of trade (and/or payments) problems. 
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